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INCORPORATED 


NOTICE OF ANNUAL MEETING OF SHAREHOLDERS 
TO BE HELD AUGUST 24, 1972 


Notice Is Hereby Given that the Annual Meeting of the Shareholders of Bobbie Brooks, 
Incorporated will be held at the Company’s executive offices at 3830 Kelley Avenue, Cleveland, 
Ohio, on Thursday, August 24, 1972, at 10:00 o’clock A.M., Eastern Daylight Time, for the 
purpose of considering and acting upon: 

(1) The election of 9 Directors, each to hold office until the next Annual Meeting of 
Shareholders and until his successor shall be elected and shall qualify. 

(2) The ratification of the appointment of Clarence Rainess & Co. as independent auditors. 

(3) Such other business as may properly come before the meeting or any adjournment 
thereof. 

Shareholders of record at the close of business of July 14, 1972, will be entitled to vote 
at such annual meeting or any adjournment thereof. 


By Order of the Board of Directors. 


Gerald Kurland, Secretary 


Cleveland, Ohio 
July 27, 1972 








INCORPORATED 


PROXY STATEMENT 

The enclosed Proxy is solicited by and on behalf of the management of Bobbie Brooks, 
Incorporated (the “Company”) for use at the Annual Meeting of Shareholders to be held on 
Thursday, August 24, 1972, at 10:00 o’clock A.M., Eastern Daylight Time, at the Company’s 
executive offices, 3830 Kelley Avenue, Cleveland, Ohio, or any adjournment thereof. The share¬ 
holder giving the Proxy may revoke the same by notifying the Company in writing or at 
the annual meeting, without affecting any vote previously taken. 

As of July 14, 1972, the record date fixed for the determination of shareholders entitled 
to vote at the annual meeting, there were outstanding 4,484,868 shares of Capital Stock, 
which is the only class of stock of the Company. Each such share is entitled to one vote on all 
matters properly coming before the meeting. 2,242,435 shares or more of the Company’s 
Capital Stock must be represented at the meeting in person or by proxy in order to con¬ 
stitute a quorum for the transaction of business. 

If notice in writing is given by any shareholder to the President, the Vice President or 
the Secretary of the Company, not less than forty-eight hours before the time fixed for the 
holding of the meeting, that such shareholder desires that the voting with respect to the 
election of Directors shall be cumulative, and if an announcement of the giving of such notice 
is made upon the convening of the meeting by the chairman or secretary or by or on behalf 
of the shareholder giving such notice, each shareholder shall have the right to cumulate such 
voting power as he possesses at such election. 

The Company’s Annual Report for the fiscal year ended April 30, 1972, is enclosed 
herewith. 


Election of Directors 

It is intended that proxies will be voted for the election of the nominees named in the 
following table as Directors of the Company, each to serve until the next annual meeting 
and until his successor shall be elected and shall qualify. In the event any one or more of such 
nominees unexpectedly becomes unavailable for election, proxies will be voted in accordance 
with the best judgment of the proxy holders. All of the nominees except Calvin J. Cohen 
were elected as Directors at the last annual meeting of shareholders. On March 23, 1972, the 
Board of Directors elected Mr. Cohen to serve as Director until the annual meeting of share¬ 
holders to fill the vacancy created by the death of Miss Cele Stein. Mr. Cohen has been with 
the Company since 1951 and has served as Treasurer since 1965. 
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The names of the nominees and certain information received from them are as follows: 


Name 

Principal 

Director 

Number of 
Shares of 
Capita] 
Stock 

Beneficially 
Owned as of 
July 7, 

Occupation 

Since 

1972 

Herbert Adler 

President of the Company 

1967 

140,000 

Calvin J. Cohen 

Treasurer of the Company 

1972 

600 

Eugene H. Freedheim 

Partner, Law Firm of Hahn, 

Loeser, Freedheim, Dean & Well¬ 
man, Cleveland, Ohio 

1959 

3,900 

John F. Lebor 

Director of several corporations 

1971 

200 

Julius Ludwig 

Vice President of the Company 

1959 

1,100(1) 

William G. F. Price 

Retired 

1962 

200 

Walter J. Salmon 

Professor of Business Administra¬ 
tion, Harvard Graduate School of 
Business Administration 

1968 

135 

Maurice Saltzman 

Chairman of the Board of Directors 
of the Company 

1946 

643,053(2) 

Richard B. Wolf 

President, Colebrook Mills Divi- 

1967 

4,737(3) 


sion of the Company 


(1) In addition, 40 shares of the Company’s Capital Stock were held by Mr. Ludwig’s wife. 

(2) The shares listed in the above table as owned beneficially by Mr. Saltzman include 274,840 
shares owned by Mr. Saltzman directly. These shares also include 368,213 shares rep¬ 
resenting Mr. Saltzman’s proportionate interest in 490,950 shares owned directly by Lodar, 
Inc., a corporation of which Mr. Saltzman and his wife are the shareholders. Mrs. Saltz¬ 
man directly owned 128,406 shares of the Company’s Capital Stock, and her proportionate 
interest in the shares owned directly by Lodar, Inc. was 122,737 shares. The shares listed 
in the above table as owned by Mr. Saltzman together with all other shares referred to 
in this paragraph represent approximately 20% of the outstanding shares of the 
Company’s Capital Stock. 

(3) In addition, Mr. Wolf, as Trustee of a trust for the benefit of his mother, is the owner 
of $35,000 principal amount of the Company’s 5*4% Convertible Subordinated Debentures, 
due September 1, 1981, and convertible into shares of the Company’s Capital Stock at a 
conversion price of $34.83 per share. 
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Remuneration of Directors and Officers 

For the fiscal year ended April 30, 1972, the following table shows for each Director 
whose aggregate direct remuneration exceeded $30,000 and for each of the Company’s three 
highest paid officers whose aggregate direct remuneration exceeded that amount and for all 
Directors and officers as a group (i) the aggregate direct remuneration paid or set aside by 
the Company, (ii) the amount set aside or accrued under the Company’s Retirement Plan and 
(iii) the estimated annual benefits upon retirement: 


Name 

Capacities in Which 
Remuneration Was Received 

Aggregate Direct 
Remuneration(l) 

Amounts Set 
Aside or 
Accrued 
Under the 
Company’s 
Retirement 
Plan 

Estimated 
Annual Bene¬ 
fits upon 
Retirement (2) 

Maurice Saltzman 

Chairman of the Board and 
Director of the Company 

$130,250 

$ 15,762 

$ 51,763 

Herbert Adler 

President and Director of the 
Company 

$125,250(3) 

$ 15,144 

$ 30,217 

Calvin J. Cohen 

Treasurer and Director of the 
Company 

$ 57,050 

$ 1,518 

$ 20,262 

Julius Ludwig 

Vice President and Director 
of the Company 

$ 42,270 

$ 5,800 

$ 13,414 

Richard B. Wolf 

President of the Colebrook 
Mills Division of the Company 
and Director of the Company 

$ 74,582(4) 

$ 7,283 

$ 22,266 

All Directors and 


$477,079 

$ 46,665 

$137,723 


Officers as a group 
(11 in number) 


(1) The Company’s Bobbie Brooks Division has a Bonus Plan for members of top management 
under which Mr. Cohen and Mr. Ludwig are eligible to receive bonuses. The Plan provides 
a formula (in which the Division’s earnings, the employee’s annual salary, and a rating 
of the employee’s performance are factors) which serves as a guide to the discretion of 
the chief executive officer of the Division in awarding management bonuses. 

(2) The amounts shown are estimated on the assumption that the respective officers will 
retire at the age of 65 having maintained their present salary levels and include, for 
some of the persons, benefits payable pursuant to a previous plan under which past 
benefits have been permanently frozen. 

(3) Mr. Adler’s employment agreement, as amended, which will terminate on October 31, 1975, 
provides, among other things, for the payment of a salary of $125,000 per year. In 1967 
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the Company obtained from The Connecticut Mutual Life Insurance Company an insur¬ 
ance policy on Mr. Adler’s life in the face amount of $500,000. At the time of purchase 
the Company was the owner and named beneficiary on the policy. In accordance with 
the authorization of the Company’s Board of Directors, the Company entered into an 
agreement with Mr. Adler in December, 1970, whereby the policy was converted to a 
“split-dollar” arrangement. Under the agreement, the Company has agreed to pay a por¬ 
tion of each premium which, together with all premiums previously paid by the Company, 
will be equal to the cash surrender value at the end of the premium period. On Mr. Adler’s 
death, an amount equal to the then cash surrender value is payable to the Company, and 
the balance of the proceeds are payable to the beneficiary of the policy. Premiums paid 
by the Company upon the policy in its fiscal year ended April 30, 1972, were $16,611. 

(4) Mr. Wolf’s employment agreement, which will terminate on April 30, 1973, provides, 
among other things, for payment of a salary of $60,000 per year. 

The Company and its subsidiaries paid to the law firm of Hahn, Loeser, Freedheim, Dean 
& Wellman, of which Eugene H. Freedheim, a Director of the Company, is a partner, the sum 
of $79,650 for legal services rendered during the last fiscal year. 

Stock Option Incentive Plan 

For the purpose of stimulating the efforts of executive and other key personnel, in 1966 
the shareholders of the Company approved the Key Employees’ Stock Option Incentive Plan 
(the “Plan”) to provide for the granting of stock options to key employees of the Company 
and its subsidiaries. Each option under the Plan is granted at a price equal to 100% of the 
fair market value of the Company’s Capital Stock on the date the option is granted and it is 
intended that the shares purchased by an employee under the Plan will have been acquired 
pursuant to the exercise of a “qualified stock option” as defined in section 422 of the Internal 
Revenue Code. During the fiscal year ended April 30, 1972, the Company granted to Calvin J. 
Cohen an option to purchase 2,500 shares, to Julius Ludwig an option to purchase 500 shares, 
to Richard B. Wolf an option to purchase 5,000 shares, and to all present Directors and officers 
as a group options to purchase 8,500 shares, all of which were granted at a price of $13.44 
each. As of April 30, 1972, Mr. Cohen held unexercised options to purchase an aggregate of 
7,000 shares at an average price of $15.87 each, Mr. Ludwig held unexercised options to 
purchase an aggregate of 1,800 shares at an average price of $14.99 each, Mr. Wolf held 
unexercised options to purchase an aggregate of 12,000 shares at an average price of 
$15.96 each, and all present Directors and officers as a group held options to purchase an 
aggregate of 22,800 shares at an average price of $15.83 each. On July 14, 1972, the closing 
price of the Company’s Capital Stock on the New York Stock Exchange was $10.38 per share. 

Appointment of Auditors 

The Board of Directors has, subject to approval by the shareholders at the annual 
meeting, appointed Clarence Rainess & Co., 570 Seventh Avenue, New York, New York, as 
independent auditors for the Company and its subsidiaries for the fiscal year ending April 
30, 1973. This firm has served as the Company’s auditors since 1953 and has had no financial 


5 






interest in, or connection with, the Company or its subsidiaries except in the capacity of 
independent auditors. 


Other Business 

It is not anticipated that matters other than those described in this Proxy Statement 
will be brought before the meeting for action but, if any other matters shall properly come 
before the meeting, it is intended that votes thereon will be cast pursuant to said proxies in 
accordance with the best judgment of the persons acting thereunder. 

Cost and Method of Proxy Solicitation 

The cost of solicitation will be paid by the Company. In addition to solicitation by mail, 
arrangements may be made with brokers and other custodians, nominees and fiduciaries to 
send proxies and proxy material to their principals, and the Company may reimburse them 
for their expenses in so doing. Also, officers and other regular employees of the Company 
may, if necessary, request the return of proxies by telephone, telegram, or in person. 

By Order of the Board of Directors. 


Gerald Kurland, Secretary 

Cleveland, Ohio 
July 27, 1972 
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and subsidiary companies, 


Annual Report 
1972 


Bobbie Brooks, Incorporated, with 6500 employees, 26 manufacturing 
plants, 55 sales offices and showrooms in major cities, and 
13,000 retail accounts, is one of the nation’s largest and most 
diversified apparel companies. The Bobbie Brooks Division provides 
sportswear, swimwear and dresses for young adult women. Dresses 
are sold under the Kelly Arden, K II, Jo Edwards and Miss Joey 
brand names. The Lampl, Kingsley, Roger Fashions and Addenda 
Divisions provide sportswear for misses. Bryn Mawr, Catch III and 
Coronet produce unbranded sportswear for sale by mass retailers. 
Stretchini makes clothes for children and pre-teens. Our M. & D. Simon 
Division manufactures men’s knitted apparel under the Donegal 
brand name, and Colebrook Men’s produces unbranded menswear. 
Colebrook Mills is a major producer of double knit fabric and 
double knit and full-fashion knitted apparel for various divisions 
of the Company. Additionally, the Company operates 19 retail 
fabric stores under the name of Remnant House. 






Letter to Shareholders: 



Maurice Saltzman, Chairman Herbert Adler, President 


Letter to Shareholders: 

Net income totaled $3,549,000 or 87 cents a share during 
the fiscal year ended April 30, 1972. 

This compares with income from continuing opera¬ 
tions of $3,148,000 or 80 cents a share during the pre¬ 
ceding year and with year-ago net income of $1,953,000 
or 50 cents a share after deduction of non-recurring 
items. 

Fiscal 1972 sales totaled $175,415,000. This was an 
all-time high and an increase of 16 per cent over the 
preceding year’s $151,499,000. 

The 1972 earnings increase marked our fourth con¬ 
secutive year of earnings improvement. The increase on 
a division by division basis was better than indicated 
by total figures, since the Lampl and Roger Fashions 
Divisions lost approximately 15 cents a share, which 
offset a lower effective corporate tax rate and gains in 
other divisions. As previously announced, Lampl and 
Roger have been reorganized under experienced man¬ 
agement teams and we are confident that they will 
effect a significant turn-around enabling us to grow 
profitably in the important misses segment of the 
apparel market. 


Women’s Divisions 

The Bobbie Brooks Division established an all-time sales 
record last year with increases in young adult sports¬ 
wear volume substantially exceeding the effects of a 
decline in dress sales, which were slow on an industry¬ 
wide basis. 

The Bobbie Brooks Division is broadening its market 
concept to include more sophisticated fashions for a 
large and growing population group known as “the 
other juniors.” This is made up of women who wear 
junior sizes but are a little older than our traditional 
Bobbie Brooks age group and who have different styling 
needs and more money to spend. 

The Bobbie Brooks Division, with sales of over 
$83,000,000 last year, occupies a position of tremendous 
leadership in the young adult market. It has grown 
steadily during recent years, developing rapid response 
to changing customer preferences, providing more ad¬ 
vanced and attractive design and styling, offering the 
scope of service and dependability of supply required 
by the nation’s large retailers, and winning consistently 
greater acceptance from customer stores and their 
young consumers alike. Long-range plans have been 
developed to assure the continuity of management and 
merchandising and manufacturing strength required for 
continued major growth during the years ahead. 

The Company operates several dress divisions, and 
while their sales were down somewhat during the past 
year, they operated at a profit. Incoming orders now 
indicate an increase in dress business during coming 
months. 

The position of leadership that the Bobbie Brooks 
Division occupies in the young adult market is not 
duplicated by any other company in the vast misses 
market, generally including women of 25 and older. 
We have selected this market as one of our principal 
growth targets, and our entry vehicle is Lampl Fashions, 
a manufacturer of misses sportswear, dresses and knit 
ensembles, acquired in fiscal 1970. 

Lampl facilities were expanded, with a large distribu¬ 
tion center built in suburban Cleveland, and Roger 
Fashions, which had been a part of Lampl, was split 
off as a separate operation. 

The Lampl Division was unable under existing man¬ 
agement to attain the growth objectives set for it. We 
met this problem head-on several months ago by pro¬ 
moting the general merchandising executive of the 
Bobbie Brooks Division to the presidency of Lampl, 
and by providing him with a complete staff of other 
young but experienced and talented Bobbie Brooks 
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Division men and women. One of the Bobbie Brooks 
Division’s major plants also had been largely turned 
over to Lampl to provide it with fast, efficient manu¬ 
facturing capability. 

Lampl in effect has been changed into a new organi¬ 
zation with entirely new concepts in styling and service. 
First results of this new program will be apparent with 
the holiday line, just being offered to stores. We expect 
that Lampl will be able to eliminate its profit problems 
and within the next few years become a leading resource 
in the misses market. 

Other women’s divisions are showing progress. The 
Bryn Mawr Division, marketing young adult sportswear 
to mass merchandisers, increased sales last year and 
anticipates continuing progress in this growth market. 
Addenda, offering apparel in the medium to higher price 
ranges, continues to grow at an encouraging pace. 

Menswear Volume Growing 

The M. & D. Simon and Colebrook Mills divisions in¬ 
creased their combined menswear sales to $22,000,000 
last year. This was a gain of 83 per cent over the pre¬ 
ceding year, and menswear marketing, a relatively 
new venture for Bobbie Brooks, now accounts for 13 
per cent of our total corporate volume. 

M. & D. Simon sells color-coordinated shirts, slacks, 
sweaters and ties, largely double-knits, offered under 
the brand name, “Donegal.” Colebrook, which produces 
most of the M. & D. Simon apparel, also manufactures 
and sells unbranded lines of double-knit slacks, sport 
jackets, suits and raincoats for men. 

Opportunities in this business are outstanding 
for two reasons. One is that large-scale production of 
the double-knit fabrics increasingly popular with men 
requires major capital investment which few compan¬ 
ies in our industry can undertake. In our opinion, our 
integrated knitting facilities constitute a major com¬ 
petitive advantage. 

In addition, the strong trend toward color-coordina¬ 
tion which occurred in the women’s apparel industry 
during the 1960’s is now being repeated in the mens¬ 
wear market. Development of attractive color combina¬ 
tions, accurate color-coordination of different yarns and 
fabrics, and delivery on time of a proper mix of coordi¬ 
nated items in a number of colors and sizes is a difficult, 
demanding job... which Bobbie Brooks can do well 
as a result of its “know-how” in production of coordi¬ 
nates for women. 

Extensive Knitting Expansion 

Our growth in the menswear market is one result of a 
long-range, carefully planned program to provide com¬ 


plete knitting service from yarn through finished gar¬ 
ment manufacturing, with emphasis on double knit fabric 
and double knit garment production. This program has 
enabled us to improve dependability and quality of 
supply and to speed our manufacturing processes with 
savings in manufacturing costs. 

Approximately $9,000,000 has been invested in addi¬ 
tions to the Company’s knitting operations during the 
past two years, including expansion of facilities and 
acquisition of firms providing us with added knitting 
experience and capacity. 

Colebrook Mills, one of the nation’s largest and most 
modern knitting operations, increased the size of its 
headquarters operation at Hialeah, Florida, and smaller 
facilities at Coamo, Puerto Rico, from a total of 175,000 
square feet two years ago to 420,000 square feet at the 
end of fiscal 1972. 

It now operates 138 double and single knit machines, 
each a large and complex piece of equipment, compared 
with only 25 two years ago. Annual capacity totals about 
7,000,000 pounds of cloth, and more machines will be 
installed this year. It also has expanded its full-fashioned 
and flat knitting capacity, with 87 machines now on hand, 
capable of producing over 1,500,000 garments annually. 

Production will start shortly at a new finishing and 
dyeing plant being completed by Colebrook in the Miami 
area. It will further supplement the efficiency and quality 
control of our knitting operations. 

One new feature to be on line shortly at Colebrook, 
illustrating the advanced technological nature of its 
facilities, is new equipment that can screen a crayon 
pattern, then feed it into a computer which transmits 
it to an electronic knitting machine that reproduces the 
pattern. The entire process takes about 25 minutes for 
production of a yard of sample fabric, compared with 
a half-day or longer formerly required, and enables 
designers to experiment freely in development of 
improved patterns. 

Colebrook’s profit performance was satisfactory last 
year in spite of inventory price reductions taken as part 
of the much-publicized national decline in polyester 
yarn prices, and its capacity is fully committed. 

Other Divisions 

Stretchini, our children’s apparel division, increased 
sales during the past year and continues to make a 
profit contribution. 

The Remnant House Division, our retail fabric chain, 
now operates 19 stores compared with 14 a year ago. 
While its volume increased sharply during the past year, 
profit margins were under pressure... principally due 







to the drop in prices of polyester fabrics. Additional 
stores will be opened during the current year and some 
marginal units may be closed. 

International Activities 

The Bobbie Brooks International Development Company 
continues to develop new licensing arrangemets under 
which companies in other countries produce under our 
brand names and utilize our back-up support. Licensee 
sales, which are not included in our corporate sales 
but are the basis for royalties received, now total about 
$12,500,000 a year. 

Organization and General Operations 

Bobbie Brooks has greatly strengthened its program 
of building improved division management and division 
financial controls through transfer of competent young 
executives from our central Bobbie Brooks Division into 
key positions with the divisions. This program has been 
very successful. When we transferred an entire man¬ 
agement team to Lampl, outstanding and enthusiastic 
young management talent was readily available at the 
Bobbie Brooks Division to fill its newly created openings. 

A new generation of computers was put into opera¬ 
tion at our national headquarters in Cleveland last year, 
and two new on-line computers also are adding to the 
efficiency of operations there. One is being used to 
print invoices for inclusion in each apparel shipment, 
and provides virtually up-to-the-minute reporting on in¬ 
ventory. Another is able to track every bolt of cloth at 
our national cutting center, speeding operations and 
improving efficiency. 

The size of our truck fleet has been increased and 
serves the entire eastern half of the country...delivering 
fabric to plants, finished goods to distribution centers, 
and customer orders to major cities. This fleet is of great 
value in improving the speed of our manufacturing and 
distribution cycle, which is vital in a fashion operation. 

Two new manufacturing plants were opened during 
the year, one at Rome, Georgia, and another at Charles¬ 
ton, W. Va., and we now have 26 manufacturing plants 
with an aggregate of well over 1,300,000 square feet. 
Another new plant is being opened this month at 
Gadsden, Alabama. 

Bobbie Brooks constantly introduces more efficient 
manufacturing equipment, and we now design much of 
this ourselves. 

Financial Information 

In February, the Company completed a $20,000,000 
credit agreement with a group of five banks headed by 
Cleveland Trust Company and including Manufacturers 


Hanover, New York City; Bankers Trust, New York City; 
Central National Bank, Cleveland; and First National 
Bank, Chicago. The agreement is in the form of a three- 
year revolving credit which can be converted on its 
third anniversary to a four-year term loan. Proceeds of 
this agreement and of the sale of 500,000 shares of capi¬ 
tal stock in January totaled $27,314,000 and have been 
used to repay both long-term and short-term debt. 

Working capital totaled $45,050,000 at the fiscal year- 
end, with current assets at a 2.2 ratio to current liabili¬ 
ties. Net worth increased to $38,234,000, compared 
with $26,962,000 a year ago. 

Outlook Is Improved 

Bobbie Brooks is well positioned for progress. 

Last year’s 16 per cent increase in sales indicates 
the growing popularity of our products with consumers 
and customer stores alike, and we anticipate continuing 
major growth during the current fiscal year. 

Our growing diversity is illustrated by the fact that 
while the Bobbie Brooks Division’s sales were greater 
last year than ever before, they for the first time 
accounted for less than 50 per cent of total corporate 
volume. The profit drain by Roger Fashions has been 
halted, and we are convinced that the Lampl Division, 
with its new management capability, will gradually be¬ 
come an important plus in our operations. 

Bobbie Brooks today is a strong Company, with a 
position of leadership in the apparel industry and a 
greater potential for sales and profit growth than at any 
previous time in its history. 


Sincerely, 



/J ^ <4cL / A~^c{/c/\ 


July 28, 1972 
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Consolidated Statement of Income and Retained Earnings 


Net sales — continuing operations — Note 1 . 

Costs and expenses: 

Cost of sales . 

Selling, warehouse, general and administrative 

Interest . 

Federal and foreign income taxes — Note 5 ... 


Income — continuing operations. 

Loss — discontinued operations (net of tax effect of $452,000) 

Income before extraordinary items . 

Extraordinary items — Note 8 . 

Net income. 

Retained earnings at beginning of year. 

Retained earnings at end of year. 


For the Years Ended 
April 30, 


1972 

1971 

$175,415,000 

$151,499,000 

126,740,000 

107,796,000 

40,272,000 

35,873,000 

2,811,000 

2,212,000 

2,043,000 

2,470,000 

171,866,000 

148,351,000 

3,549,000 

3,148,000 

— 

(487,000) 

3,549,000 

2,661,000 

— 

(708,000) 

3,549,000 

1,953,000 

16,496,000 

14,543,000 

$ 20,045,000 

$ 16,496,000 


Per share data — Note 10: 

Earnings per share — assuming no dilution: 

Income — continuing operations. 

Loss — discontinued operations . 

Income before extraordinary items 

Extraordinary items. 

Net income. 


$ .87 

$ .80 

— 

(.12) 

.87 

.68 

— 

(.18) 

$ .87 

$ .50 


See notes to financial statements. 


















































Consolidated Balance Sheet 


For the Years Ended 
April 30, 


ASSETS 1972 

Current assets: 

Cash . $ 5,097,000 

Accounts receivable, net of an allowance for 
doubtful accounts of $412,000 and $639,000 .. 34,292,000 

Inventories — Note 2 . 42,082,000 

Prepaid expenses and sundry receivables. 1,499,000 

Total current assets . 82,970,000 

Property assets — at cost: 

Land and buildings. 11,420,000 

Machinery, equipment, and fixtures. 21,291,000 

Leasehold improvements . 4,703,000 

37,414,000 

Accumulated depreciation. 14,976,000 

22,438,000 

Goodwill — Note 3 . 2,802,000 

Other assets. 1,698,000 


$109,908,000 


1971 


$12,034,000 

28,343,000 

33,976,000 

1,519,000 

75,872,000 

10,416,000 

16,377,000 

3,646,000 

30,439,000 

12,810,000 

17,629,000 

2,732,000 

1,865,000 


$98,098,000 


See notes to financial statements. 
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For the Years Ended 
April 30, 


LIABILITIES AND SHAREHOLDERS’ EQUITY 1972 1971 


Current liabilities: 


Notes payable — banks . 

Long-term debt — portion due within one year. 

Accounts payable . 

Accrued expenses and sundry liabilities. 

Estimated federal and foreign income taxes. 

Total current liabilities. 

$ 15,604,000 

1,147,000 

15,338,000 

4,516,000 

1,315,000 

37,920,000 

$24,716,000 

3,337,000 

15,497,000 

4,067,000 

617,000 

48,234,000 

Long-term debt — Note 4: 

5V4% Convertible Subordinated Debentures. 

Notes payable — banks . 

Sundry notes. 

7,900,000 

20,000,000 

4,711,000 

8,500,000 

9,000,000 

4,501,000 

Deferred income taxes and other credits — Note 5. 

1,143,000 

901,000 

Commitments and contingencies — Note 11 . 

— 

— 

Shareholders’ equity: 

Capital stock — no par value — stated value $1 — Note 6 
Authorized — 10,000,000 and 6,000,000 shares 

Issued — 4,486,202 and 3,834,491 shares. 

Capital surplus . 

Retained earnings — Note 4. 

4,486,000 

13,721,000 

20,045,000 

38,252,000 

3,834,000 

6,650,000 

16,496,000 

26,980,000 

Cost of 14,500 treasury shares. 

Total shareholders’ equity . 

18,000 

38,234,000 

$109,908,000 

18,000 

26,962,000 

$98,098,000 







































Consolidated Statement Of Capital Surplus 


For the Years Ended 
April 30, 


Capital surplus at beginning of year. 

Excess of fair value over stated value of 

shares issued under incentive stock plans. 

Proceeds in excess of stated value of shares sold at public offering 
Stated value of additional shares issued in connection with 

acquisitions, in 1970, on a pooling of interests basis. 

Capital surplus at end of year. 


1972 

$ 6,650,000 

374,000 

6,814,000 

(117,000) 

$13,721,000 


1971 

$ 6,347,000 
303,000 


$ 6,650,000 


Consolidated Statement Of Changes In Financial Position 


Sources of working capital: 

Provided by operations: 

Income before extraordinary items. 

Add items not involving working capital: 

Depreciation . 

Amortization of deferred charges.. 

Increase in deferred credits. 

Total from operations, before extraordinary items 

Extraordinary items. 

Total from operations. 

Proceeds from sale of capital shares: 

At public offering. 

Under incentive stock plans. 

Proceeds from issuance of long-term debt. 

Undepreciated cost of property assets disposed of . . . 

Total sources. 

Applications of working capital: 

Property assets acquired. 

Repayment of long-term debt. 

Goodwill acquired. 

Other. 

Total applications. 

Increase in working capital — Note 9. 

Working capital at beginning of year. 

Working capital at end of year. 


$ 3,549,000 

2,468,000 

204,000 

242,000 

6,463,000 


6,463,000 

7,314,000 

409,000 

20,684,000 

166,000 

35,036,000 

7,443,000 

10,074,000 

100,000 

7,000 

17,624,000 

17,412,000 

27,638,000 

$45,050,000 


$ 2,661,000 

1,970,000 

125,000 

139,000 

4,895,000 

(708,000) 

4,187,000 


334,000 

10,705,000 

449,000 

15,675,000 

5,244,000 
3,359,000 
1,533,000 
46,000 
10,182,000 
5 493^)00 
22,145,000 
$27,638,000 


See notes to financial statements. 
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Notes To Consolidated Financial Statements 


Note 1 — Principles of Consolidation. 

The consolidated financial statements include the accounts 
of the Company and its subsidiaries, all of which are wholly- 
owned. Material intercompany items and transactions have 
been eliminated in consolidation. 

The statement of income reflects, as “loss from discon¬ 
tinued operations”, the operating results of businesses 
discontinued in fiscal 1971, with net sales aggregating 
$1,300,000. 

Note 2 — Inventories. 

Inventories, stated at the lower of cost (first-in, first-out 
method) or market consist of the following: 


Raw materials 
Work in process 
Finished goods 


1972 

$18,143,000 

6,063,000 

17,876,000 

$42,082,000 


1971 

$14,807,000 

7,236,000 

11,933,000 

$33,976,000 


Note 3 — Goodwill. 

Goodwill represents the excess of acquisition costs over the 
fair value of the related net assets of companies acquired 
on a purchase basis. In management’s opinion goodwill in¬ 
curred prior to October 31, 1970 represents, insofar as is 
presently determinable, an asset of unlimited life and no 
attrition through periodic amortization is anticipated. Sub¬ 
sequent additions, nominal in amount, will be amortized to 
operations over a forty year life. 


(c) Sundry Notes: 

The indebtedness consists essentially of mortgage notes 
bearing interest at from 5V2% to 8% per annum, maturing 
at various dates through 1982, and collateralized by certain 
property assets. 

Under the most restrictive terms of the Company’s vari¬ 
ous debt agreements it is required to maintain both mini¬ 
mum consolidated working capital and defined tangible 
net worth of $40,000,000 through April 30, 1973, each 
increasing periodically thereafter to a maximum of 
$54,000,000 on May 1, 1979. At April 30, 1972 such defined 
tangible net worth amounted to $43,822,000. Retained 
earnings are totally restricted as to the payment of cash 
dividends. Future dividends are limited to 50% of the 
cumulative excess of consolidated earnings plus deprecia¬ 
tion accruing subsequent to April 30, 1972, less the aggre¬ 
gate of capital expenditures and repayments of funded 
debt after such date. Additionally, the agreements restrict 
capital expenditures, rentals, creation of bank indebted¬ 
ness, and other items. 

Long-term debt maturities during the next five fiscal 
years are: 


Fiscal Year 

Amount 

1973 

$ 1,147,000 

1974 

1,499,000 

1975 

2,930,000 

1976 

6,277,000 

1977 

5,921,000 


$17,774,000 


Note 4 — Long-Term Debt. 

(a) 5V4% Convertible Subordinated Debentures: 

The Debentures, due in 1981, are redeemable, at the 
Company’s option, at 103V4 to September 1972 with de¬ 
creasing premiums thereafter. Semi-annual sinking fund 
payments of $300,000 each are required to March 1981. An 
aggregate 264,752 capital shares are reserved for issuance 
upon conversion at $31.69 per share, such price being sub¬ 
ject to adjustment in the event of certain changes in the 
Company’s capital structure. Payment of principal and in¬ 
terest is subordinated to all other indebtedness. 

(b) Notes Payable — Banks: 

Pursuant to a revolving credit agreement with several 
banks, the Company may borrow up to a maximum of 
$20,000,000 with interest at Vi% in excess of prime rates. 
On February 11,1975 the outstanding balance is convertible 
to a term loan, bearing interest at 3 A% in excess of prime 
rates, due in sixteen equal quarterly installments through 
January 1,1979. 


Note 5 — Federal and Foreign Income Taxes. 

The relationship of income taxes to pre-tax earnings has 
been affected by the application of available investment 
tax credits ($261,000 in 1972 and $17,000 in 1971) which are 
reflected in income in the year of realization, the exemp¬ 
tion from taxation, through 1974 and 1985 respectively, of 
two subsidiaries operating in Puerto Rico and, to a lesser 
extent, the availability of multiple surtax exemptions. 

Federal income taxes on earnings of the Puerto Rican 
operations have not been provided for inasmuch as they 
may never accrue. Tax savings attributable to the foregoing 
Puerto Rican exemptions amounted to $257,000 in 1972 
and $75,000 in 1971. 

The consolidated balance sheet includes, as deferred 
federal income taxes, the cumulative future tax effects of 
items reported for financial statement purposes in periods 
different from those for federal income tax purposes, in¬ 
cluding depreciation expense, computed essentially by 
accelerated methods for income tax reporting. 





















Notes To Consolidated Financial Statements (continued) 


The component elements of the income tax provisions 
are tabulated as follows: 


1972 

Currently payable — federal $1,773,000 

foreign 49,000 

Deferred — federal 221,000 

$2^043,000 

Note 6 — Capital Stock. 

(a) Changes In Outstanding Shares: 

Changes in outstanding capital shares during the two 
years ended April 30, 1972 are reconciled as follows: 


Outstanding at beginning of year 

1972 

3,819,991 

1971 

3,797,358 

Sold at public offering 

500,000 

— 

Issued under incentive stock plans 

35,019 

31,133 

Additional shares issued for 
companies acquired in 1970 

on a pooling of interests basis 

116,692 

— 

Treasury shares purchased 

4,471,702 

3,828,491 

(8,500) 

Issued and outstanding at 

end of year 

4,471,702 

3,819,991 


(b) Incentive Stock Plans: 

Under the Company’s Qualified Stock Option Plans, 
471,426 shares are reserved for issuance upon the exercise 
of stock options which may be granted to certain officers 
and employees. Included therein are options to 411,962 
shares granted at prices ranging from $11.69 to $24.32 per 
share, such prices reflecting fair value on the grant dates. 
The outstanding options are cumulatively exercisable as 
follows: 


1971 

$2,331,000 

139,000 

$2,470,000 


Fiscal Year Number of Shares 


1973 192,472 

1974 96,508 

1975 37,319 

1976 83,163 

1977 2,500 
411,962 

Aggregate option price $6,838,000 


Additionally, 118,000 shares are reserved under an Em¬ 
ployees’ Stock Purchase Plan. 

Note 7 — Pension Plans. 

The Company maintains voluntary noncontributory pension 
plans covering certain salaried, hourly, and commission 
basis employees. The plans provide for normal retirement 


at age 65 or earlier optional retirement under specified 
conditions. Pension costs on an accrual basis were 
$406,000 in 1972 and $385,000 in 1971. 

Note 8 — Extraordinary Items. 

Extraordinary items in fiscal 1971 consist of losses of 
$900,000 (net of tax effect of $726,000) related to the dis¬ 
continuance and liquidation of certain businesses and not 
reflective of normal operations and tax credits of $192,000 
attributable to the utilization of net operating loss carry¬ 
forwards. 

Note 9 — Changes in Financial Position. 

The increase (decrease) in components of working capital 
are tabulated as follows: 


Current assets: 

1972 

1971 

Cash 

$(6,937,000) 

$ 9,220,000 

Accounts receivable 

5,949,000 

2,864,000 

Inventories 

8,106,000 

4,059,000 

Other 

(20,000) 

(310,000) 

Current liabilities: 

7,098,000 

15,833,000 

Notes payable — banks 
Current portion of 

(9,112,000) 

7,016,000 

long-term debt 

(2,190,000) 

2,094,000 

Accounts payable 

Accrued expenses and 

(159,000) 

1,142,000 

sundry liabilities 

449,000 

56,000 

Estimated income taxes 

698,000 

32,000 


(10,314,000) 

10,340,000 

Increase in working capital 

$17,412,000 

$ 5,493,000 


Note 10 — Per Share Data. 

Earnings per common share, assuming no dilution, are 
based on the average number of shares outstanding in each 
year, adjusted to include an additional 118,192 shares 
issuable (of which 116,692 shares had been issued at April 
30, 1972) pursuant to final determinations made under mar¬ 
ket price guarantees in connection with certain acquisitions 
in 1970. Convertible debentures and stock options issued 
prior to June 1, 1969 are not considered common stock 
equivalents. 

Previously published earnings per share for fiscal 1971 
($.51) have been retroactively reduced by $.01 to reflect 
inclusion of the aforementioned 118,192 shares. 

The assumed maximum conversion, as of the beginning 
of each year, of outstanding convertible debentures after 
giving effect to the related reductions in interest costs, net 
of income taxes, and the issuance of other contingently 
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Notes To Consolidated Financial Statements (continued) 


reserved shares would have an anti-dilutive effect and have, 
accordingly, been excluded from per share computations. 
All other potential issuances, including stock options, 
would not be dilutive. 

Note 11 — Commitments and Contingencies. 

The Company is lessee under various long-term real and 
personal property leases expiring through 1992 and pro¬ 
viding for aggregate average annual rentals of approxi¬ 
mately $3,345,000, including premises subleased to third 
parties at an annual rental income of approximately 


$335,000. In some instances the Company is required to 
pay real estate taxes and other occupancy expenses. 

The Company is committed to capital expenditures, 
essentially for knitting and dyeing machinery, equipment, 
and leasehold improvements of approximately $4,000,000. 

In connection with acquisitions consummated in fiscal 
1970, the Company remains contingently obligated to issue 
a maximum of 178,318 additional shares. 

In management’s opinion litigation presently pending 
against the Company will not, in its ultimate resolution, re¬ 
sult in any material liability. 


AUDITORS’ REPORT 

CLARENCE RAINESS & CO. 

Certified Public Accountants 

To the Board of Directors and Shareholders 
Bobbie Brooks, Incorporated 

In our opinion, the accompanying consolidated financial statements present fairly the 
financial position of Bobbie Brooks, Incorporated and subsidiary companies as at April 30, 
1972 and 1971 and their results of operations and changes in financial position for the 
years then ended, in conformity with generally accepted accounting principles consis¬ 
tently applied. Our examinations of these statements were made in accordance with 
generally accepted auditing standards and accordingly included such tests of the account¬ 
ing records and such other auditing procedures as we considered necessary in the 
circumstances. 


New York, N.Y. 
June 21, 1972 


Clarence Rainess & Co. 










Ten-Year Financial Summary 


(Years Ended April 30th*) 


RESULTS 

1963 

1964 

1965 

1966 

1967 

1968 

1969 

1970 

1971 

1972 

Net Sales** 

$75,762,400 

93,203,900 

105,167,200 

121,200,500 

106,536,000 

92,624,000 

125,387,400 

137,424,600 

151,498,600 

175,415,000 

Income (Loss) — 

Continuing Operations 

3,403,800 

3,752,700 

4,271,500 

5,467,300 

(219,000) 

(2,045,000) 

1,438,000 

2,991,600 

3,147,800 

3,549,000 

Loss: Discontinued 

Operations 





(1,052,000) 

(1,090,000) 

(698,100) 

(805,200) 

(486,400) 


Extraordinary Items 






(394,000) 

(820,800) 

326,600 

(708,100) 


Net Income (Loss) 

3,403,800 

3,752,700 

4,271,500 

5,467,300 

(1,071,000) 

(3,529,000) 

(80,900) 

2,513,000 

1,953,300 

3,549,000 

Net Earnings Percentage 
of Sales 

4.5% 

4.0% 

4.1% 

4.5% 

- 

- 

- 

1.8% 

1.3% 

2.0% 

YEAR-END POSITION 











Current Assets 

24,823,200 

32,536,700 

38,017,100 

50,073,900 

47,817,700 

47,707,300 

57,559,400 

60,038,700 

75,872,400 

82,970,000 

Current Liabilities 

15,253,600 

21,161,000 

24,563,000 

34,149,800 

26,725,300 

29,487,000 

35,670,300 

37,894,400 

48,233,800 

37,920,000 

Working Capital 

9,569,600 

11,375,700 

13,454,100 

15,924,100 

21,092,400 

18,220,300 

21,889,100 

22,144,300 

27,638,600 

45,050,000 

Current Ratio 

1.6 

1.5 

1.5 

1.5 

1.8 

1.6 

1.6 

1.6 

1.6 

2.2 

Property, Plant, Equipment — 
Net 

7,768,100 

8,154,500 

9,033,900 

11,448,800 

14,588,400 

14,028,800 

14,048,700 

14,803,700 

17,629,100 

22,438,000 

Long Term Debt 

3,568,200 

3,329,100 

3,101,900 

3,968,400 

15,534,200 

15,319,700 

16,510,900 

14,655,100 

22,001,100 

32,611,000 

Common Shareholders’ Equity 

13,941,000 

16,435,500 

19,591,300 

23,604,600 

20,866,900 

17,379,000 

21,762,900 

24,674,600 

26,962,100 

38,234,000 

PER COMMON SHARE 











Income (Loss) — Continuing 
Operations 

1.06 

1.14 

1.29 

1.63 

(.01) 

(.56) 

.37 

.77 

.80 

.87 

Net Income (Loss) 

1.06 

1.14 

1.29 

1.63 

(.29) 

(.97) 

(.02) 

.64 

.50 

.87 

Working Capital 

2.99 

3.45 

4.06 

4.74 

5.78 

4.99 

5.70 

5.69 

7.07 

10.99 

Common Shareholders’ Equity 

4.35 

4.99 

5.91 

7.03 

5.72 

4.76 

5.66 

6.35 

6.89 

9.33 

Average Number of Common 
Shares Outstanding 
(Adjusted) 

3,204,198 

3,295,962 

3,317,203 

3,356,127 

3,646,573 

3,653,357 

3,842,295 

3,888,746 

3,912,143 

4,098,818 

Footnotes: 












♦Amounts related to companies acquired on a pool¬ 
ing of interests basis are included in the above 
tabulation for all years beginning in 1967. 


**Net sales for the years 1967 through 1971 have 
been adjusted to exclude sales of divisions dis¬ 
continued in 1968, 1969, 1970 and 1971. 
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